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undertaken in many years. Early railroad promotions combined the piety
of the ministers of the gospel, who were induced to preach sermons on the
social and moral values of railroad transportation; the persistence of doorbell
ringing stock salesmen who tried to sell railroad stock to every householder;
the open-handedness of the politicians who passed out public lands, money,
and credit to ensure the construction of the new means of transportation; the
vision of empire builders who saw the railroad as the agency for colonizing
and developing vast stretches of unoccupied territory; and the unscrupulous-
ness of promoters and owners of construction companies who took full
advantage of the universal desire for railroads and more railroads. In the
history of American railroad finance, one can find almost all the evidence
be needs to prove that every kind of chicanery in the decalogue was practiced
in their construction. Even after admitting all the crimes that have been
charged to railroad promoters and builders, the cost of opening up a vast
continent for industrial expansion was exceedingly low. One might wish
that greater honesty and efficiency had prevailed in early railroad financing,
Nevertheless, the amount actually paid was low in comparison to the benefits
achieved.
In the financial plans of modern railroads, there is little to remind the
student of the puny financial plans that characterized the origin of their
predecessors. Up to the decade of the 1870's, the pattern of bonds which
has since become so common was not yet thought of. Financial plans were
relatively simple during the 40 years from 1830 to 1870. First common
stock predominated; then preferred stock was used, together with short-term
bonds that were intended to be redeemed. Many even had sinking-fund
provisions. The rapid extension of the railroad net in the decade of the
1870'Sj with its consequent encouragement to equally rapid growth of
national wealth and population, convinced financiers and the investing
public of the permanency of the need for railroad service. Fundamental
changes in financial attitudes followed. Permanent debt was no longer
feared. Fifty-year bonds made their appearance for the first time, to be
followed by 100-year and even longer maturities. Sinking funds and other
plans for debt retirement gave way to an expectation of indefinite refunding
operations.
Even the amount of the debt became more or less a matter of indifference.
With a rapidly growing country, demanding more and more of its railroads,
would not its people soon justify with their increased traffic any fixed charges
that the railroads might incur? Even periods of depression which left in
their wake great sections of the railroad net in receiverships were looked upon
only as temporary detours on the high road to eternal prosperity. As a
consequence, when a large fraction of the total railroad mileage went into the
hands of receivers in the 1890's, because the railroad corporations could not
meet their fixed charges, they emerged a few years later with financial plans